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In mid-December, the Chilean government announced plans to begin negotiations with Canada
at the end of January to forge a bilateral trade agreement. Chilean officials said they decided to
pursue a bilateral accord with Canada after determining that the prospects for Chile's entrance into
the North American Free Trade Agreement (NAFTA) was virtually impossible during 1996, given
the strong opposition in the US Congress against providing US President Bill Clinton fast- track
authority to negotiate trade agreements.
Chile has said the country will not enter into serious negotiations on accession to NAFTA unless the
US president receives fast-track authority, which allows an agreement to be reached without the
possibility of amendments in the legislature (see NotiSur, 11/03/95). Since this is an election year
in the US, prospects are dim that the US Congress will change its stance. Chilean Finance Minister
Eduardo Aninat and Canadian Trade Minister Roy MacLaren have scheduled a series of preliminary
meetings in Santiago for Jan. 23-26 to establish a framework of negotiations for a bilateral accord.
According to the Canadian Foreign Ministry, negotiators from the two countries will meet monthly
to discuss various aspects of the accord. In an interview with the Santiago daily business newspaper
Estrategia, Chile's chief trade negotiator, Juan Gabriel Valdes, said Chilean and Canadian
negotiators will use the upcoming meeting to discuss the structure of the agreement, including such
topics as reduction of tariffs, rules of origin, investment regulations, trade in some services, disputeresolution mechanisms, customs procedures, and safeguards. "What we're trying to do is advance
some of the benefits of NAFTA for Chile," said Valdes.
On the other hand, Valdes said discussion of sensitive areas key to the NAFTA agreement will be
set aside until negotiations can be held with US and Mexican representatives as well. Such areas
include intellectual property rights and government purchases. In addition, Valdes said the two
countries will defer negotiations on such areas as labor rights and environmental protection. "We do
not have any objection to dealing with these areas," he said. "But we believe that these are integral
sections in NAFTA, and therefore we would like to address these concerns with all three partners."
Canadian and Chilean negotiators have said they intend to complete an accord sometime during
1996. "Naturally, our intention is not to waste any time," said Valdes. "
At the same time, we do not want to hurry the process, because we want to achieve an agreement
that is well thought out." In separate statements, Aninat and MacLaren said a bilateral accord
with Canada was the logical step for Chile to take while awaiting the most opportune time to
enter into negotiations on full accession to NAFTA. "This agreement will provide a bridge to full
NAFTA accession for Chile and will be folded into the NAFTA once the accession negotiations
are eventually completed," MacLaren said in a prepared statement. The Canadian official also
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noted that the bilateral accord represents another step in the full integration of the Hemisphere.
"[The bilateral agreement] will increase momentum toward an eventual Free Trade Agreement of
the Americas," he said, alluding to the commitments made by participants at the Summit of the
Americas in Miami in December 1994 (see NotiSur, 12/15/94).
If negotiations with Canada are successful, Chile would have bilateral accords with two of the
NAFTA partners. Chile and Mexico have had a bilateral accord in place since 1992. In fact, under
the timetable established in their bilateral accord, Mexico and Chile eliminated tariffs at the start of
1996. According to trade analysts, the bilateral agreement between Chile and Canada appears to be
more beneficial from a political than from an economic standpoint to both countries. The analysts
said the accord would enhance Canadian Prime Minister Jean Chretien's credibility at home,
especially since Canada would be seen as taking a leadership role in negotiations, without having
to rely on the US. At the same time, Chilean President Eduardo Frei's administration will be able to
demonstrate that the lack of immediate access to NAFTA will not derail Chile's efforts at economic
integration. In addition to the bilateral accord with Canada, Chile is in the midst of negotiations
to join the Southern Cone Common Market (MERCOSUR) and to sign a trade agreement with the
European Union (EU).
Still, the bilateral accord should result in some increase in Canadian-Chilean trade. According to
Estrategia, the bilateral agreement would have other tangible benefits for Chile, such as a reduction
in Canadian import tariffs for Chilean products, some of which are as high as 30%. Additionally,
the accord would consolidate import regulations for Chilean products that already enjoy some
preferential treatment in Canada, including chemicals, ceramics, wood products, and gelatins.
Similarly, the accord would reduce Chilean tariffs on imports of Canadian capital goods, which
would benefit Chilean manufacturers. During 1995, Chile managed to narrow a trade deficit with
Canada. According to Chilean government statistics, Chilean exports to Canada during JanuaryNovember 1995 increased by 52% from the same period the year before.
In contrast, Chilean imports of Canadian products during that same eleven- month period only
increased by 13% compared with January- November 1994. Bilateral trade between the two countries
in 1994 totaled US$390 million, including US$168 million in Chilean exports to Canada and US
$222 million in Chilean imports of Canadian products. Estrategia noted that Chile's total trade with
NAFTA countries amounted to almost US$6.7 billion during January- November 1995, an increase of
39.5% from the same period in 1994. The increase was primarily the result of a 46% jump in Chilean
imports of US products, which totaled US$3.4 billion during the eleven-month period. Chilean
exports to the US during the same period increased by 28.7%, to US$2.1 billion. During the elevenmonth period, Chilean exports to Mexico increased by 33%, while imports of Mexican products rose
by 124%.
The bilateral accord is expected to open opportunities for Canada to diversify its investment
ventures in Chile. Canada is currently Chile's second largest foreign investor, but a large percentage
of that investment has been directed toward mining ventures. According to Estrategia, strong
opportunities exist for Canadian companies to participate in the Chilean forestry and energy
sectors. From the Chilean standpoint, Valdes suggested that the bilateral accord could provide
Chilean small- and medium-sized businesses new opportunities to form joint ventures with
Canadian counterparts, thus offering them access to the latest technology. In a separate but related
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development, on Dec. 18 Chilean and EU officials issued a joint declaration in Madrid announcing
their intention to enter into a political and economic agreement.
The declaration was signed by Chilean Foreign Minister Jose Miguel Insulza, Spanish Foreign
Minister Javier Solana, and European Commission vice chairman Miguel Marin. "We hope that
the EU and Chile will be able to sign a full agreement in the very near future," said Solana. He
said the agreement would be similar to one signed between the EU and MERCOSUR on Dec. 15
in Madrid. In the MERCOSUR-EU agreement, the two economic blocs announced intentions to
form a free-trade zone over a 10-year period. Negotiations on the structure of such a trade zone are
scheduled to begin this year. Originally, the EU had hoped to sign simultaneous agreements with
MERCOSUR and Chile. However, the signing of an agreement with Chile was delayed because
negotiating authority was not approved in time by the appropriate body in the EU. Meanwhile,
Chile is continuing negotiations to become a member of MERCOSUR. Chile had originally hoped
to become a member of that trade bloc by the start of 1996, but differences over such issues as tariff
protections were greater than negotiators had anticipated.
When the four current members of MERCOSUR finalized their agreement in 1993, they had agreed
on a long list of items that could retain tariff protection for a limited number of years. But Chile is
now demanding that the list of protections be whittled down and eliminated ahead of schedule.
The two sides addressed this issue at a meeting in Montevideo on Dec. 18, but apparently only
made slight progress. Speaking to reporters, Chile's chief trade negotiator, Carlos Mladinic, said
the two sides succeeded in identifying some products that could be eliminated. On the other
hand, he said disagreements remained over many of the items on the list, which includes wine
and tomato paste. In addition to those differences, said Mladinic, there are disagreements on the
mechanisms for reporting agricultural statistics, and regarding protections for the Chilean textile
and footwear industries. According to Mladinic, Chilean and MERCOSUR officials agreed to "reflect
on their differences" for a two-month period. The two sides are scheduled to meet again at the end
of February. [Sources: Copesa (Chile), 12/30/95; Inter Press Service, 12/29/95; Estrategia (Chile),
12/19/95, 01/02/96, 01/04/95, 01/05/96; Agence France-Presse, 12/18/95, 01/10/96]
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